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Alvertus  J.  Morse,  First  Justice  April  30  1991 

Northampton  Division  -  District  Court  Department 
15  Gothic  Street 

Northampton,  Massachusetts  01060 
Dear  Justice  Morse: 

In  accordance  with  the  provisions  of  Chapter  11,  Section  12,  of  the 
Massachusetts  General  Laws,  we  have  conducted  an  audit  of  the  Northampton 
District  Court's  Honor  Court  Program  for  the  three  fiscal  years  ended  June  30, 
1990.  Our  audit  also  included  a  review  of  the  financial  statements  of 
Prevent,  Inc.  (Prevent),  a  non-profit  entity  that  co-sponsors  the  Honor  Court 
Program,  for  the  period  June  1,  1987  through  May  31,  1990,  as  prepared  by  its 
independent  auditors. 

Our  audit  was  conducted  in  accordance  with  generally  accepted  government 
auditing  standards  and  included  such  tests  and  procedures  as  we  considered 
necessary  under  the  circumstances. 

The  purpose  of  our  review  was  to  evaluate  the  Honor  Court  Program  to 
determine  (l)  whether  the  court's  accounting  records  for  the  Honor  Court 
Program  were  maintained  in  accordance  with  the  basis  of  accounting  prescribed 
by  the  Commonwealth  of  Massachusetts,  which  is  a  comprehensive  basis  other 
than  generally  accepted  accounting  principles,  (2)  whether  the  court  has 
complied  with  applicable  laws  and  regulations  in  operating  the  Honor  Court 
Program,    and    (3)    whether   Prevent   was   in   compliance  with  applicable   laws  and 
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repulations  and  had  the  necessary  financial  records  and  administrative 
procedures  and  controls  in  place  to  ensure  that  public  as  well  as  donated 
monies  were  safeguarded  and  expended  in  compliance  with  the  stated  objectives 
of  the  Honor  Court  Program. 

Based  on  our  audit,  we  have  determined  that  the  Northampton  District  Court 
has  maintained  its  accounting  records  in  accordance  with  prescribed 
requirements  and  has  complied  with  laws  and  regulations  for  the  operation  of 
the  Honor  Court  Program  in  those  areas  we  reviewed.  Also,  based  upon  our 
review  of  Prevent's  audited  financial  statements,  the  related  working  papers, 
and  the  Auditor's  Eeport  prepared  by  its  independent  auditing  firms  for  the 
period  June  1,  1987  to  May  31,  19*^0,  we  have  determined  that  Prevent  was  in 
compliance  with  applicable  laws  and  regulations  and  had  the  necessary 
financial  records  and  administrative  procedures  and  controls  in  place  to 
ensure  that  public  and  donated  monies  were  safeguarded  and  expended  in 
compliance  with  the  stated  objectives  of  the  Honor  Court  Program. 

The  results  of  our  review,  which  are  detailed  in  the  Attachment  to  this 
letter,  disclosed  certain  areas  where  improvements  could  be  made  to  further 
enhance  the  Northampton  District  Court's  control  procedures  over  the  Honor 
Court  Program. 

The  accompanying  schedule  of  Honor  Court  Program  appropriations  and 
expenditures  for  the  three  fiscal  years  ended  June  30,  1990  is  presented  for 
purposes  of  additional  analysis.  Such  information  has  been  subjected  to  the 
same  auditing  procedures  applied  during  the  audit  of  the  Honor  Court  Program's 
financial  activity,  and  our  audit  revealed  nothing  that  caused  us  to  believe 
that  any  material  weakness  or  misstatement  existed. 


a/  JOSEPH  DeNUCCI 
Auditor  of  the  Commonwealth 
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' ATTACHMENT 

Background 

The  Northampton  Honor  Court  Program  is  a  special  community-based  program 
originally  established  in  1972  to  aid  recovering  alcoholics  in  overcoming 
their  illness.  In  October  1979,  the  Honor  Court  Program  expanded  operations 
with  the  establishment  of  Prevent,  Inc.  (Prevent),  a  non-profit  corporation 
that  assists  the  Honor  Court  Program's  endeavors.  Prevent 's  primary  purpose 
is  to  aid  victims  of  alcoholism  by  providing  them  instruction  and  counseling 
and  by  coordinating  available  services  and  job  placement  opportunities  to 
individuals  and  families  suffering  from  the  effects  of  alcoholism.  To  achieve 
these  goals  and  objectives,  Prevent  receives  and  expends  donations,  grants, 
bequests,  and  other  funds  or  property  as  necessary. 

In  July  1984,  the  Honor  Court  Program  received  initial  state  financial 
assistance  by  state  appropriation  through  the  Northampton  District  Court 
Probation  Department.  The  expanded  Honor  Court  Program  provides  a  special 
alcohol  rehabilitation  program  for  probationers  as  an  alternative  to 
incarceration.  The  Honor  Court  Program  allows  probationers  and 
non-probationers  to  be  involved  with  program  activities  that  are  specifically 
set  up  to  assist  these  individuals  to  overcome  alcoholism.  Activities  for 
program  members  are  predominately  designed  to  provide  beneficial  services  in 
the  local  community,  including  the  city  of  Northampton  and  other  surrounding 
communities. 

Among  the  local  services  provided  at  no  cost  to  recipients  are 
transportation  to  elderly  and  mobility-impaired  individuals,  meal  deliveries 
to  the  elderly  as  part  of  local  senior  meal  programs,  park  and  recreational 
facility  maintenance  to  assist  local  municipal  departments,  street  cleaning 
and      beautif ication     projects     undertaken     to     assist      local     Public  Works 
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departraents,  and  other  duties  associated  with  special  civic  functions  or 
assistance  provided  as  requested  by  the  general  public.  In  addition,  the 
program  provides  special  meals  to  the  community  at  various  times  throughout 
the  year  as  part  of  the  recovering  alcoholics  rehabilitation  program  and  as  a 
general  public  service. 

The  Honor  Court  Program  also  provides  shelter  and  residential  facilities 
to  program  members  on  an  as-needed  basis  in  conjunction  with  its  various 
program  activities. 

Audit  Objectives,  Scope,  and  Methodology 

The  objectives  of  our  review  were  to  evaluate  the  Honor  Court  Program's 
fiscal  operations  and  to  address  specific  areas  relative  to  the  program's 
structure,  nature,  and  organizational  composition,  as  identified  below: 

1.  Whether  the  Northampton  District  Court's  accounting  records  for  its 
Honor  Court  Program  were  maintained  in  accordance  with  the  basis  of 
accounting  prescribed  by  the  Commonwealth  of  Massachusetts. 

2.  Whether  the  court  has  complied  with  applicable  laws  and  regulations  in 
operating  the  Honor  Court  Program. 

3.  Whether  Prevent,  which  co-sponsors  the  Honor  Court  Program,  has 
complied  with  applicable  laws  and  regulations  and  has  maintained 
adequate  financial  records  and  implemented  sufficient  administrative 
procedures  and  controls  necessary  to  ensure  that  public  and  donated 
funds  are  safeguarded. 

In  addressing  these  areas,  we  interviewed  court  officials,  representatives 
from  Prevent,  and  employees  of  the  certified  public  accounting  firms  who 
performed  independent  financial  audits  of  Prevent  over  the  period  reviewed. 

Our  review  included  an  examination  of  the  Northampton  District  Court's 
financial  records  for  the  Honor  Court  Program  for  the  three  fiscal  years  ended 
June  30,  1990.  We  also  reviewed  Prevent 's  financial  statements,  the 
independent  auditor's  report,  and  related  supporting  working  papers  for  the 
three    fiscal    years    ended    May    31.    1990.      We    were    also    provided  additional 
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, financial  data  by  Prevent  staff  as  requested  during  the  interviews. 

Our  financial  and  administrative  review  did  not  include  procedures  to 
review  specific  programmatic  issues,  such  as  rehabilitative  successes  or 
failures,  the  extent  of  service  delivery,  or  evaluation  of  the  type  of 
services  provided  through  the  Honor  Court  Program.  Accomplishing  such  an 
objective  would  involve  additional  audit  and  review  steps  and  would  require 
extensive  research  and  evaluation  of  confidential  client  treatment  and  court 
probation  records. 
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■Audit  Results 

Based  on  our  review  of  Prevent 's  audited  financial  statements,  the 
auditor's  report  and  related  working  papers,  nothing  came  to  our  attention  to 
indicate  that  the  financial  statements  for  the  period  covered  were  not 
presented  fairly.  Therefore,  we  will  rely  upon  the  public  accounting  firms' 
reports  dated  December  20,   1988,  November  18,   1989,  and  January  25,  1991- 

Based  upon  our  review,  we  have  determined  that  the  Northampton  District 
Court  has  maintained  its  accounting  records  in  accordance  with  prescribed 
requirements  and  has  complied  with  laws  and  regulations  for  the  operation  of 
the  Honor  Court  Program  for  the  period  reviewed.  However,  we  noted  certain 
areas  where  improvements  could  be  made  to  enhance  the  court's  overall  control 
procedures. 

1.  Control  over  Honor  Court  Program  Property  and  Equipment:  During  the 
audit  we  found  that  several  items  of  property  and  equipment  purchased  for  the 
operation  of  the  Honor  Court  Program  had  not  been  added  to  the  Northampton 
District  Court's  inventory  records  as  required  by  the  Trial  Court's  and  the 
Comptroller's  reporting  regulations.  Such  items  included  vacuum/blowers,  a 
fire  protection  system,  a  range  hood,  and  an  exhaust  fan  purchased  with  either 
full  or  partial  state  funding.  Not  adding  these  items  and  all  court-controlled 
physical  property  and  equipment  to  court  records  exposes  these  items  to  loss, 
theft,   or  misuse. 

Proper  inventory  control  procedures  include  provisions  to  define  who  owns 
the  equipment,  to  provide  a  source  of  insurance  coverage  information  in  the 
event  of  casualty  loss  or  theft,  and  to  serve  as  a  basis  for  financial 
planning  for  future  replacements. 

We  recommend  that  all  items  of  property  and  equipment  purchased  with  full 
or  partial  state  funding,  for  use  in  the  Honor  Court  Program,  be  added  to  and 
controlled  by  the  Northampton  District  Court's  inventory  records. 
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2.  Becovery  of  Property  and  Fixtures  Purchased  through  State  and  Donated 
Funds;  During  our  review  we  found  that  property  items  and  fixtures  were 
purchased  through  state  appropriations  and  donated  program  funds  for 
improvements  to  privately  owned  site  facilities  leased  by  the  Honor  Court 
Program.  Substantial  improvements  needed  to  carry  out  the  Honor  Court 
Program's  goals  were  made  to  privately  owned  property  during  the  period  under 
review  and  in  prior  periods. 

Among  the  improvements  noted  were  the  installation  of  smoke  detectors,  a 
custom  ductwork  and  ventilation  system,  a  sky  light,  and  special  wiring  and 
electrical  services.  These  leasehold  improvements  were  made  to  the  privately 
owned  property  without  establishing  benefit  provisions  or  conditions  normally 
specified  in  a  written  lease  agreement  between  two  parties  which  define  who 
owns  the  installed  property  and  fixtures.  The  lease  arrangement  has 
subsequently  expired  and  is  not  being  renewed.  The  program  is  currently  in 
the  process  of  being  relocated. 

Because  the  primary  program  site  is  being  relocated,  efforts  should  be 
made  to  recover  property  and  fixtures  purchased  from  program  funds.  If 
practical,  the  property  and  fixtures  should  be  relocated  to  the  program's  new 
facilities.  Otherwise,  settlement  negotiations  should  be  entered  into  with 
the  private  landlord  to  recover  the  value  of  the  property  and  fixtures.  Also, 
future  provisions  to  lease  agreements  should  be  made  that  designate  the  extent 
of  ownership  and  delineate  responsibility  for  replacement  of  program  property 
and  fixtures,  after  it  is  determined  to  what  extent,  if  any,  and  under  what 
conditions  public  funds  may  be  used  to  improve  privately  owned  property. 

3.  Contract  Procedures  for  Professional  Services:  During  our  review  we 
noted  that  improvements  could  be  made  in  the  program's  contract  procedures  for 
various  professional  services  funded  by  state  appropriations.  Such  services 
include  medical,  psychiatric,  computer,  and  administrative  services  provided 
to  the  Honor  Court  Program  through  the  District  Court's  budget. 
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The  Honor  Court  Program  contracting  format  in  use  during  the  audit  period 
is  one  commonly  used  by  state  agencies  for  purchasing  professional  services. 
Although  our  audit  found  that  the  court  had  adequate  supporting  documentation 
(such  as  tiraesheets  and  appropriate  billings)  for  all  payments  for 
professional  services,  we  found  a  technical  flaw  in  the  contracts  as 
executed.  The  program's  contract  agreements  were  not  prepared  and  executed  as 
District  Court  contracts;  the  contracts  were  executed  and  approved  not  by  the 
court  but  instead  by  Prevent,  the  non-profit  agency  that  provides  substantial 
financial  support  through  donations  for  the  Honor  Court  Program's  operation. 
Because  of  this  technical  contractual  oversight,  the  Northampton  District 
Court  paid  the  individuals  directly  from  state  appropriations  when,  under  the 
terms  of  the  contract.  Prevent  should  have  paid  the  individuals  and  then 
billed  the  court  for  reimbursement  from  the  Honor  Court  Program's  budget. 

We  therefore  recommend  that  the  Northampton  District  Court  revise  its 
present  contracting  procedures  to  ensure  that  the  contract  agreement  is 
executed  and  approved  as  a  District  Court  contract.  Direct  payments  to 
individuals  should  be  stopped  and  reimbursements  should  be  made  to  Prevent 
(the  party  to  whom  the  professional  services  contract  was  entered  into)  or  the 
court  should  assume  full  contractual  responsibility  by  negotiating  the 
contract  directly  with  the  individuals  and  having  the  presiding  Justice  or  his 
designee  approve  it  on  behalf  of  the  Honor  Court  Program.  Payments  would  then 
be  made  from  state  appropriations  directly  to  the  individuals  for  services 
rendered  under  their  contracts  with  the  court. 
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NORTHAMPTON  DISTRICT  COURT  PROBATION  OFFICE 

Schedule  of  Honor  Court  Program  Appropriations  and  Expenditures 
for  the  Three  Fiscal  Years  Ended  June  30,  1990 


Appropriations  Account  No.  (0332-3700) 

Expendi  tures : 

Program  Consultation 
Uti li  ti  es 
Telephone 
Insurance 

Postage,  Printing, and  Stationery 
Auto  Repairs 
Maintenance  Supplies 
Building  Material  and  Repairs 
Equipment  Purchases  and  Repairs 
Total  Expenditures 


1 9B8 

1 989 

1 9°0 

<tcA  AAA 
IfnU ,  (JUL) 

icA  AAA 
, UUU 

etc:  A  AAA 

ip50,U00 

^36,155 

i36,'586 

^32,378 

6,774 

8,178 

10,074 

519 

3,719 

1 ,438 

3,070 

2,122 

1,017 

1,670 

608 

633 

2,484 

567 

1,907 

$49,999 

$49.P37 

$49,963 

